QUARTERLY NEWS

Spotlight
Stricter Emission Standards:

An opportunity for Ibiden and NGK Insulators
by Sébastien Corbic

Japan is well known for technological advancements in a wide array of industries.
The Japanese automotive industry is no exception. Most of us have seen the
Toyota Prius, a precursor in the new market for hybrid fuel-electricity vehicles.
Japan is a forerunner in this technology as well as an innovator well beyond hybrid
vehicles, including the lesser known segment of silicon carbide filtering supports
Focus on our Strategies intended for Diesel Particulate Filters (DPF). The role of a DPF (located between
the engine and the muffler) is to reduce particulate matters from diesel engine
exhaust. As emission standards are being tightened, such components are
becoming essential. This year, the “Euro 4” emission standard was applied in
Europe and limits particulate matter to 0.025 g/km, a significant drop from the
“Euro 3" limit of 0.05 g/km applied since 2000. These components are already
used by major automakers, primarily in Europe, where diesel engine sales are
significant. It is probable that all new diesel vehicles will soon be equipped with
DPFs. As sales of new diesel vehicles in 2004 reached approximately 7 million
units in Europe, DPF prospects are significant.
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Two Japanese companies, Ibiden and NGK Insulators , have 100% market share
for the ceramic filtering devices for DPF. Only these two companies are able to
manufacture large quantities of ceramic substrates which can resist the high
temperatures necessary for regenerating the DPF. The two Japanese companies
face competition from cordierite DPF producers, such as Corning, but this
process is less heat resistant than silicon carbide DPF. Other technologies could
come into the market, but not for several years.

Ibiden is investing heavily in this technology. The company will increase its
production capacities and will likely have up to 16 production lines running before
March 2008. We can expect the same at NGK Insulators. Investments to be
realized by fiscal year end 2007 in the DPF segment, could reach more than $500
million. NGK Insulators and Ibiden should be able to sell 3 million and 4.5 million
DPF respectively, before year-end, 2006. Additionally, contracts are fixed for 5
years with compensation given to the two firms if actual demand is lower than the
contractual amount.

Ibiden management is expecting consolidated sales to rise 11.1% for the current
fiscal year and net profit to climb by 34.2%. In the diesel particulate filter segment
alone, the firm expects sales of ¥38 billion ($345 million) in fiscal year 2005, a
sharp increase of 157% as compared to ¥14.8 billion ($135 million) in fiscal year
2004.

Consolidated sales at NGK are expected to rise 4.5% for the current fiscal year
and net profit to be up 24.9%. DPF related sales also should benefit from strong
growth in 2005, although DPF isn't expected to be profitable in fiscal year 2005,
due to the large investment burden and a late entry into the market versus lbiden.

If you would like further informati
Philippe Group, our products or
would like to comment on the S
please let us know.

Lenore E. Thornton
Marketing Director, U.S.

(212) 657 S The prospects for the DPF segment have been well recognized by investors.

NGK Insulators and Ibiden shares have increased 33% and 81%, respectively,
over one-year, significantly outperforming the FTSE Japan automotive parts index
and the Nikkei 225, both of which were flat for the same period.
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The international equity markets were very strong this quarter, with Japan
leading the pack, up 18.6% in dollar terms, while Europe was up 7.7% in
dollar terms. The dollar continued to hold up quite well (up 0.41% as
compared to the euro, 2.28% as compared to the yen and 1.32% as
compared to the pound).

The best performing sectors were the most cyclical ones; automobiles,
materials, capital goods, diversified financials and energy. The worst
performing sectors were semiconductors, food and staples retailing, media
and consumer services, but our stock selection in those sectors allowed a
positive contribution to performance.

Contributors

Total & BP: These two oil and gas companies’ performance was
underpinned by extremely favourable market conditions in the context of
rising oil prices.

Danone: The share price of this French food manufacturer has been
boosted by bid speculation during the summer.

Mitsubishi Corp : The shares rose 46.7% over the quarter. Its exposure
to energy and raw materials appears valued at attractive levels compared
with more pure plays.

Detractors

Smith & Nephew : This medical-tech conglomerate in the UK lowered its
EPS growth guidance from 15% to 12%-13%, and reduced EBIT margin to
20.6% for the full year 2005.

Net One Systems underperformed on lower-than-expected telecom orders.
Fuji Soft ABC is suffering from a short-term weakness in demand but
remains a strong company.

Funai Electric : Concerns over weaker printer demand in the US and price
deflation for digital electronics impacted the stock.

Outlook

* Global economic growth is forecast to be 4% in 2006 and liquidity
continues to be abundant.

*Japan seems to be exiting its 15 year deflationary period and the
economic situation of this country continues to improve.

« European economies also are improving and valuations discount a lot of
negativity.

« Our emphasis continues to be on quality growth companies.

International Equity Management Team
Years Experience
Michel Raud, Co-CIO, Lead Portfolio Manager 32
Béatrice Philippe, Co-CIO, Portfolio Manager 35
Véronique Cabioc’h , Associate Portfolio Manager & Analyst 19

Top Ten Holdings as of 09/30/05

ROCHE HLDGS AG 2.89%
TOTAL 2.80%
BP 2.65%
ROYAL DUTCH SHELL B 2.50%
SANOFI-AVENTIS 2.35%
SGS SA 2.22%
VODAFONE GROUP 2.00%
FRANCE TELECOM 1.96%
NESTLE SA 1.86%
MACQUARIE BANK NPV 1.63%

Source GPMS

* Please see Performance Disclosure.

www.Philippe-Group.com

Characteristics as of 09/30/05

Philippe MSCI Eafe (Net)
Weighted Avg Market Cap $52,335 MM $ 52,229 MM
Median Market Cap $12,628 MM $ 4,409 MM
Dividend Yield 1.9 2.4
Est EPS Grow th 14.0
Price/Book 3.9 3.3
Holdings 109 1,145
Product Assets $119 MM

Source Datastream

Geographical Breakdown as of 09/30/05
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Sector Breakdown as of 09/30/05

Utilities i & Phiiops
Materials O MSCI EAFE (Ne)

Telecomm Services

Consumer Staples
Information Technology
Energy

Industrials

Consumer Discretionary
Health Care

Financials

Source GPMS
Composite Performance* as of 09/30/05

Philippe Return  MSCIEAFE  MSCI EAFE

(Gross) (Net) Growth (Net)

Quarter 9.95 10.38 10.47

YTD 8.10 9.08 8.56
1year 24.60 25.79 25.01
3years 21.19 24.61 20.91
5years (2.37) 3.16 (0.47)

10 years 6.50 5.83 3.24
Since Inception 6.80 4.94 2.58

Annualized. Inception date: January 1, 1989. Source GPMS
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Companies are reporting record profits as productivity measures take effect
with better top line growth. This, despite several negative factors facing the
economy including rising energy prices, the rise in “real” inflation
significantly beyond the level of statistical inflation and wages, flat or rising
interest rates and a squeeze in discretionary spending.

The European political scene is at a trough following the German elections.

Contributors

Domnick Hunter was a major contributor this quarter as the company was
the subject of a take-over approach from two competing bidders, causing a
sharp rise in the share price. Our broadly diversified portfolios do not allow
one company to dominate performance, therefore the stock accounted for
just over 10% of the quarter’s returns.

The Swiss dental implant company, Straumann, launched it's new
hydrophilic implant surface that substantially reduces healing time. For
FY2005, the company expects sales growth of 20% and net profit margin
improvement of 100 basis points over 2004.

Detractors

A significant detractor to performance this quarter was TTP, the UK
intellectual property company. Management had been expecting strong
revenue growth and had increased the cost base accordingly. A delay in
sales has impaired the profits outlook. We reduced our position; however,
the company has good mid-term prospects with customers such as Intel,
Motorola and LG.

The stock of the UK publisher, Bloomsbury, declined in the quarter
following strong performance in the previous quarter. The distribution
platform, however, should allow them to leverage their stable of talented
new authors (JK Rowling/Harry Potter).

Outlook

« Globally, and led by the US, investors are concerned over consumer
borrowing levels, high government deficits and international tension.

« Relatively, Europe is well placed and is benefiting from renewed
confidence among industrialists, low valuations on global/cyclical
comparisons and signs of renewed consolidation to promote higher
productivity and profits.

« Stock specific conditions are more important than ever. We are
concentrating on non-cyclical, visible and sustainable earnings from core
franchises, where management also is boosting earnings with new products.

Europe Small & Mid Cap Management Team
Years Experience
Consuelo Brooke , Lead Portfolio Manager 35
Johann Ropers , Associate Portfolio Manager & Analyst 4
Gariesh Sharma , Associate Portfolio Manager & Analyst 8

Top Ten Holdings as of 09/30/05

Characteristics as of 09/30/05

Philippe S&P Citigroup
Europe EMI

Weighted Avg Market Cap $1,578 MM $ 4,008 MM
Median Market Cap $714 MM $ 666 MM
Dividend Yield 1.7 21
Est EPS Grow th 17.0 10.1
Price/Book 4.8 3.6
Holdings 86 1,774
Product Assets $432 MM

Source Datastream

Geographical Breakdown as of 09/30/05
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Sector Breakdown as of 09/30/05

Consumer Staples L—oF
@ Philippe
@ SPCG Europe EMI

Telecomm Senices |

Utilities
Energy
Materials
Financials

Consumer Discretionary h—|

Health Care

Information Technology

Industrials

0 5 10 15 20 25 30 35 40
Source GPMS

Composite Performance* as of 09/30/05

CAPMAN OYJ 2.36%
EGTI_G(JOHN) ;(2;31:2 Philippe S&P Citigroup DJ Stoxx MSCI
FUGRO NV 1.87% Return Europe EMI Small 200  Europe
ACTELION 1.85% (Gross) (Net) Net (Net)
VT GROUP 1.82% Quarter 8.56 9.11 8.93 7.74
ULTRA ELECTRONIC 1L.77% YTD 10.06 11.62 10.52 7.33
STRAUMANN HLDG 1.76% 1lyear 29.96 31.69 32.15 24.41
CRC GROUP 1.76% Since Inception 33.04 33.71 36.11 25.84
VEGA GROUP 1.75%

Source GPMS Annualized. Inception date: October 1, 2002. Source GPMS

* Please see Performance Disclosure.

www.Philippe-Group.com

Third Quarter 2005
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European markets’ strong performance continued unabated in the quarter,
rising 8.2% in euro terms. The publication of solid results by most
European listed companies, despite modest economic growth, as well as
buoyant M&A activity and still abundant liquidity helped boost the markets.
The best performing sectors were the most cyclical; mining, steel & other
metals, automobiles and engineering & machinery. The worst performing
sectors were found in stable industries such as food & drug and general
retailers.

Contributors

Total & BP: Like most oil & gas companies, performance was
underpinned by extremely favorable market conditions in a context of rising
oil prices.

Groupe Danone : A lead contributor in the first quarter, a laggard in the
second, the share price of this French food manufacturer turned around
again this quarter, led by takeover speculation during the summer.

Groupe Stéria : This IT services company released first half earnings
results better than analysts’ expectations. Analysts upgraded profit
forecasts for both 2005 and 2006.

Detractors

Smith & Nephew : This medical-tech conglomerate in the UK lowered its
earnings growth guidance from 15% to 12%-13%, and reduced EBIT
margin to 20.6% for the full year 2005.

Securitas : This business services company, specialized in the security
segment, was negatively affected by disappointing results from its
European guarding division. We decided to sell our position to reinvest in
more rapidly growing companies within the same sector.

Outlook

* Recent indicators showed that economic confidence has improved in the
euro zone despite high oil prices and evidence that a recovery in consumer
spending appears some way off, weighing on overall euro zone GDP
growth.

« Inflationary fears came back to the forefront but, so far, core inflation has
remained subdued and long-term interest rates are still beneficiaries of
accommodating monetary policies.

*«We maintain a portfolio with a medium to long-term view, focused on
quality companies with strong competitive positions in their respective
fields.

Europe Equity Management Team
Years Experience
Michel Raud , Co-CIO, Portfolio Manager 32
Béatrice Philippe , Co-CIO, Portfolio Manager 35
Véronique Cabioc’h , Associate Portfolio Manager & Analyst 19

Top Ten Holdings as of 09/30/05

Characteristics as of 09/30/05

MSCI Europe

Philippe Net
Weighted Avg MarketCap ~ $67,015 MM  $ 63,607 MM
Median Market Cap $ 16,936 MM $ 5,302 MM
Dividend Yield 2.1 2.8
Est EPS Grow th 16.0
Price/Book 4.3 3.6
Holdings 54 595
Product Assets $207 MM

Source Datastream

Geographical Breakdown as of 09/30/05
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ROCHE HLDGS AG 4.09% Composite Performance* as of 09/30/05
TOTAL 4.04% Philippe Return  MSCI Europe  MSCI Europe
BP 3.95% (Gross) Net Growth
ROYAL DUTCH SHELL B 3.63% Quarter 7.98 7.74 7.39
SANOFI-AVENTIS 3.34% YTD 6.42 7.33 6.65
SGS SA 3.31% 1year 23.53 24.41 22.57
FRANCE TELECOM 2.99% 3years 23.73 25.84 21.33
VODAFONE GROUP 2.78% 5years (3.38) 3.69 (0.25)
NESTLE SA 2.62% 10 years 7.94 9.53 6.79
BAYER HYPO-UND-VBK.A 2:55% Since Inception 8.62 10.16 8.24
Source GPMS
* Please see Performance Disclosure. Annualized. Inception date: January 1, 1991. Source GPMS
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Third Quarter 2005

It is the end of the third quarter and the market is very reminiscent of last
year. The S&P 500 is slightly up and the Dow is slightly down. Large cap
stocks have continued to lag small and mid caps. Energy prices and
energy shares have also continued to surge in the wake of Katrina and
Rita. However, the economy is still quite resilient and the Fed did not
pause in its regular raising of interest rates.

Energy was the strongest sector in the quarter and benefited our portfolio.
Transportation also was strong and our overweight helped performance.
The tech hardware & equipment and utilities sectors also outperformed,
and our underweight in these sectors hurt performance.

The weakest sectors were banks and food & staples retailing, in which we
were underweight.

Contributors

Burlington Resources and Conoco Phillips were among the largest
contributors to performance, up 47% and 22%, respectively.

Office Depot was up 22% before we sold it in early August, following
better than expected results. It had reached our target.

Amazon.com , up 37%, also in the retailing sector, has a successful
business model.

Detractors

Family Dollar lost 23% in the quarter. This retailer, which relies on low-
income customers, was particularly hurt by the rise in energy prices.

Avon Products fell 28% following management’s guidance to expect low-
to-mid single digit growth in revenues and earnings as a result of
weakness in all regions. The Company is experiencing problems in China
as well, which we believe are temporary.

H&R Block , down 17%, suffered from profit taking following the strong
returns in the previous quarter.

Outlook

* US GDP may well show growth of 3% in 2006, but global growth is still
expected to be higher, at about 4%.

« Energy prices will hit the consumer hard this winter, but core inflation is
still under control, largely as the result of globalization.

« Interest rates are likely to continue moving up, helping the dollar.

« Selection of quality companies that will continue to do well in this tougher
environment is key.

U.S. Equity Management Team
Years Experience
Béatrice Philippe , Co-ClO, Portfolio Manager 35
Carla Chase , Associate Portfolio Manager & Analyst 7

* Please see Performance Disclosure.

www.Philippe-Group.com

Characteristics as of 09/30/05

S&P 500

Philippe (Gross)
Weighted Avg Market Cap ~ $ 93,541 MM $ 90,057 MM
Median Market Cap $ 31,457 MM $11,639 MM
Dividend Yield 1.6 1.8
Est EPS Grow th 12.7 13.8
Price/Book 3.5 3.6
Holdings 50 499
Product Assets $181 MM

Source Datastream

Top Ten Holdings as of 09/30/05

GENERAL ELECTRIC CO 3.52%
PROCTER & GAMBLE CO 3.33%
CITIGROUP INC 3.25%
JOHNSON & JOHNSON 3.23%
BERKSHIRE HATHAWAY 2.97%
EXXON MOBIL CORP 2.93%
PFIZER INC 2.88%
FEDEX CORPORATION 2.78%
CONOCOPHILLIPS 2.61%
COMCAST CORP 2.58%
TOTAL 30.09%
Source GPMS

Sector Breakdown as of 09/30/05
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Source GPMS
Composite Performance* as of 09/30/05
Philippe Return  S&P 500
(Gross) (Gross) Russell 1000
Quarter 0.72 3.60 3.95
YTD (0.28) 2.77 4.06
1year 7.36 12.25 14.25
3years 13.77 16.72 17.65
5years 1.24 (1.49) (1.27)
Since Inception 2.15 0.92 1.60
Annualized. Inception date: February 1, 1999. Source GPMS
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Assets Under Management
reached $947 million at
September 30, 2005.

New business gained YTD, 2005:
$112 million

CURRENT PUBLICATIONS

Economic Grids - September 30, 2005
Analyst Spotlights:

Telecom services: the difficult

regulation of European incumbent
operators

by Yves-Marc Le Réour July 2005

Apple: From Cult to Mainstream
by Adam Adelman August 2005

Flavours and fragrances: the taste of
success
by Véronique Cabioc’h September 2005

Please visit our website at www.Philippe-Group.com
for complete listings or please contact us.

PEOPLE

Robin How
We are pleased to announce that Robin How has joined
us as a research consultant in Hong Kong. Robin closely
follows industry developments and trends throughout Asia
(excluding Japan). He has particular insight in Asia
technology and in Korean markets.

His previous experience includes: Co-founder &
Managing Director of APC Asset Management, Director of
GE Asia Pacific Capital Technology Fund, Director &
Senior Regional Fund Manager of Wheelock NatWest
Investment Management, where he was voted one of the
top fund managers of Asian equities by Asia Money in
1993. He holds a Bachelor of Commerce from Edinburgh
University.

Véronique Cabioc’h

Véronique has been promoted to Associate Portfolio
Manager, International and European Equity. Based in
Paris, she has been with the firm for 19 years following
European media, home and personal care, food and
beverage, and luxury goods. Véronique holds a Masters
in Economic Sciences from the University of Paris and a
Diploma from the British Chamber of Commerce. She is
a member of the French Financial Analysts' Society.

Carla Chase, CFA

Carla has been promoted to Associate Portfolio Manager,
US Equity. Based in New York, she has been with the
firm over five years as an analyst and, more recently,
Research Team Leader, covering US securities in the
commercial services, retail, and food and beverage
sectors.  Previously, she was a portfolio analyst at
Colonial Consulting Corp. Carla holds an MBA in Finance
from the Stern School of Business at NYU and a BS in
Finance from Central Connecticut University. She is a
member of the New York Society of Securities Analysts

New York London Paris
The Chrysler Building C Brooke Investment Partners Ltd. 5, boulevard Montmartre
405 Lexington Avenue 10 Charles 1l Street 75002, Paris
New York, NY 10174 London SW1Y4AA France
212 687 3290 United Kingdom 33140 28 1650

44 207 930 5191

www.Philippe-Group.com
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AIMR Compliance

We are in compliance with the composite construction requirements of the Performance Presentation Standards of the Association for
Investment Management and Research (AIMR-PPS®) and the U.S. and Canadian version of the Global Investment Performance Standards
(GIPS®). Our policies and procedures are designed to calculate and present performance results in compliance with AIMR-PPS® and the
U.S. and Canadian version of GIPS®. Our compliance was audited on a firmwide basis from January 1, 1989 through December 31, 2001.

Our International Equity composite return calculations are in compliance with AIMR-PPS® and the U.S. and Canadian version of the Global
investment Performance Standards (GIPS®). Ashland Accounting performed an independent, third party, verification and a performance
examination (Level Il) as set forth by the AIMR-PPS® and the U.S. and Canadian version of the Global Investment Performance Standard
(GIPS®) on our International Equity composite from January 1, 1989 through December 31, 2001.

Our European Equity composite return calculations are in compliance with AIMR-PPS® and the U.S. and Canadian versions of the Global
Investment Performance Standards (GIPS®). Ashland Accounting performed an independent, third party, verification and a performance
examination (Level Il) as set forth by the AIMR-PPS® and the U.S. and Canadian versions of the Global Investment Performance Standards
(GIPS®) on our European Equity composite from January 1, 1991 through December 31, 2001.

Composite Descriptions

The Philippe International Equity composite includes all fully discretionary institutional international equity accounts with minimum assets
of $10 million. The benchmark is the MSCI EAFE (net). Returns include the effect of foreign currency exchange rates. The exchange rate
source of the benchmark and composite is Reuters. All returns are translated into US dollars. The composite is asset weighted, computed
monthly, based on time-weighted returns, gross of fees, including income and cash equivalents. Actual returns will be reduced by investment
advisory fees and other expenses that may be incurred in the management of the account. A fee schedule is available upon request and is
described in Part Il of the firm's ADV. Accounts are included from the first full month under management. Leverage is not used in this
composite. Non-fee-paying accounts are not included in the composite. Composite performance is presented net of foreign withholding
taxes. Past performance is not indicative of future results. There is one portfolio in the composite. Composite assets at year-end 2004 were
$91.2 million.

The Philippe European Small and Mid Cap Equity composit e includes all fully discretionary institutional European small & Mid Cap equity
accounts with minimum assets of $2 million. The benchmark is the DJ STOXX Small 200. Returns include the effect of foreign currency
exchange rates. The exchange rate source of the benchmark and composite is Reuters. All returns are translated into US dollars. The
composite is asset weighted, computed monthly, based on time-weighted returns, gross of fees, including income and cash equivalents.
Actual returns will be reduced by investment advisory fees and other expenses that may be incurred in the management of the account. A
fee schedule is available upon request and is described in Part Il of the firm’s ADV. Accounts are included from the first full month under
management. Leverage is not used in this composite. Non-fee-paying accounts are not included in the composite. Composite performance
is presented net of foreign withholding taxes. Past performance is not indicative of future results. There are five portfolios in the composite.
Composite assets at year-end 2004 were $316 million.

The Philippe European Equity composite  includes all fully discretionary institutional European equity accounts with minimum assets of $5
million. This composite includes a euro-denominated European FCP (mutual fund primarily for institutions), a European equity account with
assets over $5 million. (Although that product is not available to US investors, the track record, translated into USD, is representative of our
results for an institutional investor.) The benchmark is the MSCI Europe (net). Returns include the effect of foreign currency exchange rates.
The exchange rate source of the benchmark and composite is Reuters. The composite is asset weighted, computed monthly, based on
time-weighted returns gross of fees, including income and cash equivalents. Actual returns will be reduced by investment advisory fees and
other expenses that may be incurred in the management of the account. A fee schedule is available upon request and is described in Part Il
of the firm’s ADV. Leverage is not used in the composite. Accounts are included from the first full month under management. Non-fee-
paying accounts are not included in the composite. Composite performance is presented net of foreign withholding taxes. Past performance
is not indicative of future results. There is one portfolio in the composite. Composite assets at year-end 2004 were $11.2 million.

The Philippe US Equity composite includes three fully discretionary US equity accounts with assets over $100 million. This includes a US
tax-exempt public pension fund with assets over $75 million, a euro-denominated European FCP (mutual fund primarily for institutions) with
assets over $30 million and a euro-denominated European institutional account with assets over $10 million. The benchmark is the
Standard & Poor’s 500 Index. All returns are translated into US dollars. The composite is asset-weighted, computed monthly, based on
time-weighted returns, gross of fees, including income and all cash equivalents. (Although the FCP product is not available to US investors,
the track record, translated into USD, is representative of our results for an institutional investor.) Actual returns will be reduced by
investment advisory fees and other expenses that may be incurred in the management of the account. A fee schedule is available upon
request and is described in Part Il of the firm's ADV. Accounts are included from the first full month under management. Leverage is not
used in this composite. Non-fee-paying accounts are not included in the composite. Past performance is not indicative of future results.
There are three portfolios in the composite. Composite assets at year-end 2004 were $120.6 million.

A complete list and description of Philippe Investm ent Mangement, Inc.’s composites are available on o ur web site:

www.Philippe-Group.com
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